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INTRODUCTION
The strategic management and IJV literatures assert that learning, knowledge acquisition and adaptation are important rationales for the creation of international joint ventures, contributing significantly to IJV performance [Hamel 1991 Nonaka 1994 ]. However, empirical research has yet to establish which structural mechanisms and IJV characteristics determine the degree to which an IJV can be said to have learned from its foreign parent, whether the same mechanisms and characteristics affect IJV performance, and the extent to which the construct of knowledge acquisition mediates these relationships. It is these gaps in the strategy and IJV literature that this empirical study seeks to fill. This paper will begin by linking knowledge acquisition to theories of organizational learning, considering the specific context of knowledge acquisition from foreign parents by IJVs. We consider learning and knowledge acquisition to be closely linked and, therefore, we will use both literatures to derive a set of IJV characteristics and structural mechanisms hypothesized to enhance the acquisition of knowledge from the foreign parent. In conceptualizing the probable linkages between knowledge acquisition and performance, we argue that different categories of performance need to be distinguished and examined separately -business performance, performance in terms of building the skills and competencies of IJV personnel, and overall performance in relation to effort and expected outcome of the IJV.
We will establish an association between measures of performance and knowledge acquisition, and will develop and test a model of the determinants of knowledge acquisition from foreign parents by IJVs. Finally, we will compare and contrast the degree to which the hypothesized relationships between IJV characteristics and knowledge acquisition, and between knowledge acquisition and performance, hold for IJV organizations assessed as high knowledge-acquirers versus those assessed as low knowledge-acquirers. We use data collected on IJVs based in Hungary, because in the transitional economies of Eastern Europe, foreign parents are seen as reservoirs of both technical know-how and managerial (process-related) knowledge [Child and Markoczy 1993 ; Hisrich and Szirmai 1993; Markoczy 1993 ]. [1995] assert that organizational learning is most closely related to internalization (in the case of IJVs, taking tacit knowledge from the parents and converting it into explicit knowledge), we believe that the organizational learning literature can be applied to suggest underlying organizational characteristics and structural mechanisms in cases of socialization (converting tacit knowledge from the parent into tacit IJV knowledge) and combination modes (combining types of explicit knowledge, which Nonaka and Takeuchi clearly related to training and educational programs by firms). They also suggest that explicit knowledge and tacit knowledge are not mutually exclusive [Nonaka and Takeuchi 1995] . Thus, explicit knowledge originating from a source organization such as a foreign parent might yield tacit knowledge in the IJV and vice versa. [1992] , and von Krogh, Roos and Slocum [1994] underscore that acquiring new knowledge results from organizational members sharing experiences and prior learning. Further, top management plays an important role in defining knowledge structures. The notion of a selfidentity or core set of beliefs [Lyles and Schwenk 1992; von Krogh et al. 1994 ] provides a legitimizing function for assessing new knowledge acquisition in the context of the existing knowledge structure. Hence, the top management, including IJV general managers, play an important role in defining the selfidentity and in building knowledge structures [Huber 1991; von Krogh et al. 1994 ]. This would be especially true in small to mid-sized organizations, and IJV's where decisionmaking is more centralized than in larger organizations, and where general managers take more active direct roles in business activities.
Though Nonaka and Takeuchi
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Knowledge acquisition can arise from the direct experience of the organization and its members [Fiol and Lyles 1985; Huber 1991; Lyles 1988 Lyles 1994 . Thus, "history provides an important starting point for knowledge development" [von Krogh et al. 1994:60] . In young or new organizations or IJVs, knowledge structures are simple, and the parent firms become important for transferring knowledge in order to further knowledge development [Lyles and Schwenk 1992] .
Organizations and their members also acquire knowledge from others through "grafting" individuals with special expertise, such as using expatriates in IJVs and/or through "vicarious learning" from other organizations [Huber 1991; Westney 1988 ]. Learning through grafting of cognitive orientations to managerial and technical matters closely corresponds to Nonaka and Takeuchi's [1995] notions of socialization and internalization. Socialization can involve conscious or unconscious acquisition of culturally embedded knowledge via exposure to reference individuals, groups and organizations (in this case, the referents would be from the foreign parent). Internalization comes from developing experience over time with explicit knowledge from the parent that eventually becomes part of orientations and routines in the IJV itself.
In the case of Hungarian IJVs the foreign parent may be a vital source of both tacit and explicit knowledge. While transfers of technical know-how might occur relatively rapidly at the outset of an IJV, for Hungarian IJV managers and employees to absorb and adapt the administrative and managerial skills of their Western parents, it is likely to require the active involvement of managers from the foreign partner(s) so that local employees can develop a knowledge base from being exposed to ideas, concepts and processes over time [Nonaka 1994 ]. Active participation is also commonly associated with having parents with equal or nearly equal equity participation [Killing 1983; Salk 1992 ].
We, therefore, are concerned with the knowledge acquired from the foreign parent. This knowledge can take the form of tacit or explicit knowledge, or a combination of the two. For small or mid-sized organizations, general management plays an important role in framing and contributing to the organizational knowledge structure. Changes in the organizational knowledge structure occur as a result of the interpretation of new knowledge that is grafted from others, evaluated in light of the past history and routines of the organization, and/or treated as new and creative knowledge structures [Lyles and Schwenk 1992] .
IJV Factors Affecting Knowledge Acquisition
The model in Figure 1 identifies factors that may predict higher levels of knowledge acquisition from the foreign parent and, in turn, higher levels of performance. Figure 1 proposes that not only are certain IJV characteristics associated with knowledge acquisition, but that the degree of knowledge acquisition from the foreign parent, in turn, should be associated with better IJV performance.
Knowledge acquisition from the foreign parent is in the middle of Figure 1 , because knowledge acquisition from the foreign parent is an ongoing activity rather than a discrete outcome, and because we examine whether the reported 
IJV Characteristics
Based on the IJV and learning literatures, we propose several factors thought to affect the amount of knowledge acquisition by an IJV from its foreign parents. On the left-hand side of Figure 1 are three categories of mechanisms and IJV characteristics hypothesized to affect both knowledge acquisition from the foreign parent and IJV performance outcomes: capacity to learn, articulated goals and strategies and the active involvement of the foreign parent in the IJV. According to the organizational knowledge acquisition and IJV literatures reviewed above, each of these should be positively associated with ratings of the knowledge acquired from the foreign parent. H6b: There will be higher levels of knowledge acquisition in 50/50 two-partner IJVs than in IJVs with other forms of ownership. H7: Performance in terms of competency-based/ human-resource development will be more strongly associated with levels of knowledge acquisition reported in the IJVs than assessments of business-related and general performance (HRPERF, BUSPERF, GENPERF).
Knowledge Acquisition and Performance in IJVs
High versus Low Knowledge Acquirers
While regression models can capture average or mean relationships, it is also important to examine and understand variations in associations among variables for exceptionally low and exceptionally high knowledge-acquiring IJVs. We do that by utilizing the measure of knowledge acquisition given to us by the JJV general manager to identify high (upper standard deviation away from the mean) versus low (bottom standard deviation away from the mean) knowledgeacquiring subgroups. We then look at how they differ. We would expect:
H8: In higher knowledge acquisition IJVs, managers will report higher levels of the capacity to learn, articulated goals, and active involvement of the foreign parent, than will managers of lower knowledge acquisition joint ventures . 
METHODS Sample Selection
A joint venture is a separate firm owned by two or more parent companies; thus, no wholly-owned subsidiaries of foreign firms were included in the analysis. The stratified sample comprises a representative sample of small/ medium joint ventures in Hungary, in terms of industries and the country-oforigin of the foreign partners. The sample and sampling technique were developed with the help of a Hungarian government agency that received information about the IJVs from the research project. Sample stratification was based upon statistics provided by Hungary's Central Statistical Office, which show the percentage of firms in each industry and the percent from each country-of-origin of the foreign partners. The firms that participated were identified through directories, contacts and the Hungarian government database. We were also able to control for JV size, age and type. The type and extent of the information collected in this project is unavailable elsewhere, since small IJVs do not have stringent reporting requirements in Hungary. Thus, the survey created a unique database for Hungary on small to mid-sized IJVs. Funding for the project was provided by two organizations interested in assessing the performance of mid-sized IJVs in Hungary, and a separate report was generated for these agencies.
The sample consists of a total of 201 small/medium-sized IJVs with an average employee size of seventy-two employees. The majority of the IJVs were in manufacturing of machinery, electronics, textiles, and food processing. The informants were the presidents or general managers of the IJVs. On average, they had already been in their current position for 3.4 years. Joint venture status was first verified over the telephone, and then a letter was sent to the IJV general manager requesting that he/she participate in the study. The response rate was close to 25%. It is possible that the sample is somewhat biased in the direction of better performing IJVs. We suspect that the worst-performing IJVs might be less likely to agree to an interview. Usually the main reason given by managers who did not agree to participate was that they were too busy.
Management of the project involved cooperation between the first author, a leading economic research institute in Hungary (Kopint-Datorg), and a group of carefully selected and trained Hungarian interviewers. In brief, the design of a structured interview resulted in the accumulation of data for each firm that detailed its founding, its management, its ownership structure, its financial management, and its competitive strategy. The authors trained the interviewers, pretested the survey instruments, and developed detailed instructions for the project manager at the research institute. The surveys were translated and back-translated to avoid any language misunderstandings, and the surveys were available in either Hungarian or English. The interviewers were bilingual and thus could conduct the interviews in the language most comfortable to the IJV manager. However, almost all the interviews were done in Hungarian. To test the external validity of these self-reported measures of performance from the IJV general managers, a subsample of foreign parent firms were asked to evaluate their IJV's performance using this same scale. There were high correlations between the IJV general manager's assessment and the assessment of the foreign parent of the IJV's performance, and there were no significant differences between the means.
We constructed three performance scales based on Likert-type items BUSPERF (a four-item Likert-type scale that summarizes the IJV's performance in the following areas: increasing business volume, increasing market share, achieving planned goals, and making profits; alpha=. 82); HRPERF (a two-item Likert-type scale that summarizes the IJV's human resource competency-based performance in providing adequate worker training and improving management skills; alpha=.66); and GENPERF (a three-item Likert-type scale that summarizes how the Hungarian parent, the foreign parent, and the respondent evaluate the IJVs performance; alpha= .88).
Data Analysis
We used SAS (version 6.03) to perform all of the data analyses and multiple regression [Pedhazur 1982 ] to test our propositions. The analysis proceeded in two stages. In the first stage, we regressed IJV characteristics on reported levels of knowledge acquisition from the foreign parent, to test Hypotheses 1-6a. Analysis of variance was used to test 6b. We then tested Hypothesis 7 and looked more generally at associations between knowledge acquisition and the three performance indicators. The distribution of the firms on knowledge acquisition was used to determine the standard deviation and firms were categorized as High Knowledge-Acquirers or Low Knowledge-Acquirers. Those IJVs that scored above one standard deviation from the mean were categorized as High Knowledge-Acquirers and those who scored one standard deviation or more below the mean were categorized as Low KnowledgeAcquirers. T-tests were used to test for differences between High KnowledgeAcquirers and Low Knowledge-Acquirers. .121) . The coefficient for BUSPERF was .148, also supporting H7. Moreover, KNOWL for HRPERF explained more than 6% of the variance, compared with less than 1% for GENPERF and 2% for BUSPERF. Comparing across the full models (Model 2 of each pair), the variables in this model explained 30% of the variance in assessments of HRrelated performance and 28.6% of the variance in general assessments of performance, compared with only 16.9% of business/economic performance. Thus, the full model provides some support for H7. The adjusted R2 for HRPERF and GENPERF are close in size and are far more robust than for BUSPERF.
Results of the First Stage of Analysis
Because the main goal of this second stage analysis was to test Hypothesis 7 and to examine whether KNOWL mediated relationships between organizational characteristics and performance, we made no a priori predictions of how patterns of significance for individual organizational factors would differ for different types of performance. However, some of these results are also interesting. CAPACITY was the only indicator that was a strong predictor of performance for all three performance measures. This suggests that organizational flexibility and creativity have far-reaching ramifications for IJV performance. Articulated goals and business plans (GOALS) was a highly significant predictor of HRPERF, and was the only variable besides organizational capacity to be significantly associated with BUSPERF.
Conflict between the parents was a significant predictor of the general assessment of IJV performance, and the negative coefficient (p<=.O1) suggests that higher levels of parent conflict are associated with lower ratings of general IJV performance. The same variable also had a marginally significant effect on HR-related performance. This is not surprising, given that general assessments of IJV performance are thought to be affected by feelings of trust. It may be that parent conflicts result in less energy being devoted to developing IJV personnel and that this low investment level also affects assessments of general performance as well as HR-related performance.
Results of Comparison of High vs. Low Knowledge-Acquirer Joint Ventures
Our purpose in looking at the differences between High versus Low Knowledge-Acquirers was to determine if there were differences between the groups that would indicate the presence of greater competencies for knowledge transfer in the High Knowledge-Acquirers. Table 5 compares high and low knowledge-acquiring IJVs. There were no significant differences between the groups for age, size, type of firm, or number of foreign parents. High Knowledge-Acquirers seem to have a greater capacity to learn, articulated goals, and active involvement of the parent in making managerial and technical contributions (H8). Cohen and Levinthal [1990] suggested that we might expect the High Knowledge-Acquirers to demonstrate prior relevant experiences that would facilitate knowledge transfer, but we found no differences between the groups in terms of characteristics or backgrounds of the top management. Since both groups of IJVs are young, there would not be a strong history of prior relevant experiences. However, the Higher Knowledge-Acquirers have significantly more employees from the foreign parent working in the IJV, which helps to create the opportunity for interactions and a basis for knowledge transfer (H9). The High KnowledgeAcquirers also performed better in Business Performance and in Human Resource (Competency-based) Performance. There were no significant differences between the groups in the conflict measures. Both categories show that the mean number of parents was about 2.8. Although there were no significant differences between the groups in terms of number of parent firms, this variable needs more exploration to determine whether these were 50/50 or dominant two-parent firms. Table 3 shows that there is a difference in 50/50 versus dominant two-parent firms in terms of knowledge acquisition, so further exploration of two-parent IJVs might help to explain the differences in knowledge acquisition for High versus Low Knowledge-Acquirers.
There were no significant differences between the groups in terms of types of ownership structure, but the results do indicate that in 61% of the Low Knowledge-Acquirers, the largest partner was Hungarian. Only in 37% of the High Knowledge-Acquirers was the Hungarian parent the largest equity holder. This suggests the possibility that the relative power of the local parents might affect the propensity of the IJV to draw on information and knowledge of the foreign parent -an unexpected finding. On the surface, this seems to suggest that local parent power might be an important omitted variable that should be explicitly examined in further research. TECHCNTRIBUTE: Three-item scale that summarizes the degree to which the foreign parent(s) contributes to the IJV in the following areas: product-related technology, manufacturing-related technology, and manufacturing support (where 1 = less than expected and 5=more than expected; alpha=.86). CONTRIBUTE: Extent to which the foreign parent provides the technology while the domestic parent provides the manufacturing capability (where 1 =strongly disagree and 5= strongly agree). TRAINING: The extent to which the foreign parent provides education and training of domestic managers (where 1 =strongly disagree and 5=strongly agree). CULTURE: Two-item scale that summarizes the extent to which cultural misunderstandings and cultural differences have been issues in the IJV (where 1 =little and 5=very much; alpha=.87). PARCONFLICT: Three-item scale that summarizes the extent to which mistrust, conflict over the original IJV agreement, and cultural differences between the parents have been issues in the IJV (where 1=little and 5=very much; alpha=.79). 
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